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AGRICULTURE, DEPARTMENT OF
Final rules for the special supplemental food program for women, infants and
children have been issued (see the 7/27/79 Fed. Reg., pp.44422-59). The rules
have been re-written to conform with the recommendations of the Comptroller
General, which call for audits to be performed by CPAs or LPAs licensed prior
to 12/31/70. These rules are effective as of 10/1/79. For more information
contact Jennifer Nelson at 202/447-8206.
COMMODITY FUTURES TRADING COMMISSION
John L. Manley, CPA,
Markets for the
James M. Stone.
1 year with the

Jias been appointed Director of the Division of Trading and
Commission it was announced last week by CFTC Chairman
Mr. Manley joined the Commission in 12/75 after working
SEC and 4 1/2 years in private accounting practice.

DEFENSE, DEPARTMENT OF
Advance copies of a new Defense Acquisition Circular (76-19) which implements
last year's amendments to the Small Business Act and the Small Business Invest
ment Act have been offered for comment. The Defense Acquisition Regulatory
Council will be accepting such comments until 9/27/79, after which they will be
evaluated and appropriate changes made in the circular. Among the new features
of the regulation are: a new "small disadvantaged business concern" concept in
place of the oil "minority business enterprise"; a list of small and
disadvantaged business utilization officials and a requirement reserving
acquisitions under $10,000 for small business firms; and provisions encouraging
incentive subcontracting programs in negotiated contracts.
FEDERAL RESERVE BOARD
A proposed policy statement containing standards for the documentation, accounting
and auditing of foreign exchange and money market activities of commercial
banks has been issued (see the 7/27/79 F e d . Reg., pp.44267-69).
In addition
the statement includes standards for the preparation and maintenance of
accounting instructions and the establishment of internal controls. Comments
on this policy statement are requested by 9/25/79. For additional information
contact Hugh Conway at 202/389-4349.
GENERAL ACCOUNTING OFFICE
"Managers— Your Accounting System Can Do A Lot For You (Accountants, You Can Do
A Lot For Your Managers)," is the title of a recently published booklet by
GAO. It explains how managers can make the best use of financial information
derived from accounting systems. Copies of this booklet are available free
from the GAO by calling 202/275-5081.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Hearings on the System for Hospital Uniform Reporting (SHUR) were held recently
by the House Ways and Means Subcommittee on Health to assist the subcommittee
in reaching an understanding of the pros and cons of the system. SHUR was
developed as a result of legislation enacted in the last Congress (P.L. 95-142)
to deal with the problems of variations in the information contained in Medicare
and Medicaid cost reports, and the need for comparable cost data essential for
reimbursement policy analysis and control of fraud and abuse. The intent of
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Congress was to have a uniform reporting system. However, SHUR requires a
uniform accounting system — currently beyond Congressional mandate. Among those
who testified at the hearings was the AICPA Subcommittee on Health Care Matters.
The Institute objects to SHUR on the basis that it: requires extensive detail;
compares incompatible objectives of reimbusement with uniform reporting; and is
costly.
Anyone wishing to receive one free copy of the Institute’s testimony may
do so by calling 202/872-8190 ext. 47 and requesting Document 23-1.
SECURITIES AND EXCHANGE COMMISSION
The Staff Report on the Securities Industry in 1978 was released this week. Prepared
by the Commission's Directorate of Economic & Policy Research, the report focuses
on the substantial changes taking place in the industry, including the evolution
of the National Market System, implementation of the Options Study recommendations,
and bank participation in securities activities. Comments and questions on the
study may be referred to Stephen Levy, Director of the Directorate of Economic
and Policy Research at 202/376-3214. Copies may be obtained by writing to the
Directorate of Economic and Policy Research, SEC, 500 N. Capitol Street,
Washington, D.C. 20549.
Certain amendments to the Commission's proxy rules, including rules relating to the
form of proxy sent to shareholders will be discussed at an open meeting of the
Commission on 8/8/79 at 10.00 a.m. Consideration of the amendments is part
of a continuing response to issues raised in the re-examination of rules
relating to shareholder communications, shareholder participation in the
corporate electoral process and corporate governance. For further information
contact Richard Nesson at 202/755-7622.
TREASURY, DEPARTMENT OF
Tax cut proposals will be the subject of extensive hearings this fall according
to House Ways and Means Committee Chairman A1 Ulhman (D-Qre). The hearings,
which will probably begin by early October, will focus on topics such as tax
reduction, incentives for capital formation, and the value-added tax which
has been suggested as an alternative source of financing social security.
Chairman Ullman's announcement appears to be in reaction to the increasingly
gloomy economic forecasts released by Administration economists as well as
increasing White House wavering on long-held opposition to any tax cut proposal.
The announcement came two days after Sen. John Danforth (R-Mo.) and 41 other
Senate Republicans introduced a bill (S.1597) to cut Federal taxes by $10
billion and to encourage corporate investment with accelerated depreciation
and tax credits for research and development.
Legislation designed to revise the bankruptcy tax laws has been proposed. The
Bankruptcy Tax Act of 1979 (HR 5043) was introduced on 7/1/79 by Ways and
Means Chairman A1 Ullman (D-Qre) and ranking minority member Barber
Conable (R-NY). The bill covers the Federal tax consequences of the discharge
of indebtedness, corporate reorganization, and the estates of bankrupt
individuals.
It attempts to conform the tax code with provisions of the
Bankruptcy Reform Act of 1978 (PL 95-598) passed last f a l l .

SPECIAL:

SENATOR EAGLETON CONCLUDES ACCOUNTING OVERSIGHT HEARINGS

Sen. Thomas F. Eagleton, (D-MO.), Chairman of the Senate Subcommittee on Govern
mental Efficiency and the District of Columbia, concluded two days of public
hearings on the oversight of the accounting profession, 8/1 - 8/2/79. The
hearings included participation by Sen. Charles Mathias, (R-MD.) and a list
of witnesses highlighted by SEC Chairman Williams, the AICPA, Public Oversight
Board, data processing and actuarial groups, the FASB, Federal Trade Commission,
the National Conference of CPA Practictioners, and Prof. Abraham Briloff.
Senator Eagleton stated his view that prior inquiries by the late Senator
Metcalf and former Rep. Moss had "illuminated the existence of major problems
in the profession which demanded reform by the profession and the SEC, which
has the front-line responsibility for overseeing the actions of accountants."
Sen. Eagleton focused on the question of the independence of accountants, in
fact and appearance, the "most crucial question" to be explored by his
hearings. An additional theme was his belief that the accounting profession,
"like no other", was characterized by the dominance of a relative few, large
multinational organizations with "hundreds of partners and thousands of staff."
Sen. Eagleton continued to underscore his belief that the issue of independence
was being undermined by the possibility that the "wide array "of management
advisory services (MAS) provided by CPA firms posed the "danger of making the
independent auditor too much a part of management's team." SEC Chairman
Williams disagreed with the proposition that MAS activities should be
additionally limited or proscribed altogether, preferring instead to state that
the question of independence, in the MAS context, was still a question of
fact. Chairman Williams also offered the view that in certain circumstances,
the ability of the auditor to provide MAS to the same client was beneficial.
Unconvinced, Sen. Eagleton and Chairman Williams engaged in a "frank exchange
of views" for the remainder of the SEC testimony. Subsequent witnesses addressed
the profession's self-regulatory efforts, MAS, accounting and auditing standards,
municipal disclosure, and competition. The FTC testimony, introduced as the
"comments of the FTC Chicago Regional Office" and not necessarily the views
of the Bureau of Consumer Protection or Federal Trade Commission, concluded
that there is no present need for direct government intervention in the area
of state statutes or professional society codes because of the "rapid pace"
at which restrictions have been eliminated.
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